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OFFICE OF THE ATTORNEY GENERAL OF TEXAS
AUSTIN

GERALD C. MANN
ATTORNEY GENERAL

Honoreble wm. J. levson
Secretary of Btate
Austin, Texas

Dear Sir:

This will aaknauil

April 18, 1941, in whieh o depart-
ment on the gquestions there . ; We deem it essen-
tiai to here sot cut your letber except for the formal
parts thereof., It ias .

.d or the above

1sed capital
or preferred snd 10,000
‘ vithout par valus. The
affidavit shows

iato class ® of class A and 4,500
The rights of the
s of preferred stock are jidentioal, but
tors putting & value of $100.00
class A stock and no valus has been
e s B. The affidavit shows that
osmon ¥toek has been paild in at
thn aﬁ:b $1 per ahare making a& total of
the 314 shares of the olsaan A pre-
rorrod*haa.been psid in at the value of $100,00
per shars naking & total of $31,600.00 and that
none of the class B preferred has been paid in,

"The attornsys for ths incorporators have con-
tended that because thes total amount paid in is more
than $25,000.00 and becauss more than 10% of the total
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tonorable Wm, J. leveon, page 2

authorised nunber of shares, treating all the shares
the same, have been paid in, the eorporation meets
the requirement for no par stock gorporations set out
in Subdivision (d) of aArtilele 15384,

"This Departmsnt has interpreted that subdivi-
sion to mean that at least 10% of each of the differesnt
clanses of stook must be paild in, as to hold otherwise
would allow a corporation to have a very largs author-
ized capital with less than 108 of the authorized
smount paid in., For instance, under that interprete-
tion, & corporation could have 10,000 shares of com~
mon paid in at the rate of 10¢ per share and could
have 10,000 shares of preferred with only 1 share paild
in at $24,000.00 per share, then the corporation would
have paid in its $25,000.00, would have 11,000 of its
20,000 shares paid in, and yet it would have an au-
thorized $24,000,000,00 preferred stock. Obviocusly,
this is an extreme cases, Whereas the case ws are sub-
mitting 1is not extreme, but in arder to avoid the .
possibility of such an extreme case, this Department
has interpreted ths atatutes to require that at least
108 of each class of stock must de patd in,

"We would appreciate an cpiniocn from your Depart-
ment as to vhether Subdivision 4 of Article 15384 ye-
quires that at least 10% of the number of shares of
each class of stoak De sudsorided and paid at the time
of inscorporation, or vhether the requirements of that
statute are met by having 10% of the totsl number of
shares of all classes subsoribed and paid.®

Artiele 1538d of the Revised Civil Statutes of Texas,
sets out eertain regquirements relstive to the issuance of shares
of stock of no par value, Among the showings required to be
- made to the Segretary of 8tate dy the inocorporators, or the
direotors of the corporstion in the sesvent of san amendment to
an existing charter, is aubdivision (4) thereof vhich pravides:

*"{a) The number of shares without nominsl or
par value subgeribed and the agtual eonsiderstion
received dy the corporation for such shares; and
upon receiving such certificate it shall be the duty
of the Seoretary of State, on payment of office fees
and franshise tax due, to file and record the char-
ter, or amendment thareof, of sush corporation and
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to give his certificate showing the record there-
of, provided, however, the stockkolders of any
corporstion suthorizing the issuance of shares of
ite stock without nominal or par value shall dbe
recquired, in good faith, t9 subscrive and pay for
¥ at least ten par cent of the suthorized shares to
be issued vithout nominal or par value defore said
sorporation shall be chartersd or have ita charter
amsnded so g8 t0 authorize the issuance c¢f shares
vithout par or nominal valuwe; provided furthepr
that in no event the amount 80 paid ashall be less
than $25,000.00."

You advise that ths gapital structuve of the proposed

eorporation is as follows: (1) 5,000 shares of preferred no
par value atock divided inato shares of alass A and 4,500
shares of class B, {2) 1,000 shares of common atoek of no par
value. Ths incorporators have declared & value af $100.00 per
share on the class A prelferred, $1.00 per share on the conmon
and have planed movalue cn the alass B preferred. You advise
that classes A and B of the preferred stock are identical. It
will be neces , therefore, for you to value the oclass B pre-
ferred stock at §100.00 per share for the purpose of cmtting
the f1iling fees required by Article 1538f of the Revised Of
Statutes. ving pleced such arbitrary figure on the e¢lass B
preferred stock we have the folloving 1tal strupture Cor the
purposs of calculating filing feest (1) 5,000 shares of pre-
ferred no par value consisting of S00 shares of class A at $100.00

» share, $50,0005 4,500 shares of class B at $100.00 per shave,

850,000, (2) 10,000 shares of common nc par valus at $1.00 per
share, $10,000, Total $510,000.00.

It would appear, thersfore, that the $33,180 shown to
be paid in is less than ten (10) per cent of the necessarily de-
) clared value of all the no par valus shares,

!g: atate that the attorneys for the incorporators con-
tend that cause the amount paid in is more than $25,000, and
becanse more than ten per cent of the tatel suthorized number of "
shares, treating all) the shares the same, has besen patd in , ., .
that the statute has heen complied with., VWe camnot see upon viat
theory all the shares can be treated the same as the declared
valus of the preferred stock must be $100.00 per share vhile that
of the common stock is but $1.00.
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The Legislature, in the use of the language "
stogkholders . . . . ahali Yo reguired, in good faith, ’co aub-
scride and pay for at least ten per cent of the e.uthorized
shares to be issued vithout nominsl or par valus . . . ." might
have as appropriately daclared that at least ten per cent of the
declared value must be paid in. We belisve that the legislature,
in the passage of suoh Article 15%8b, intendsd to and 414 require
the payment of a minimum of ten psr cent of ths declared value
of the shares with the further proviso that no company would be
permitted to organize and issue shares of no par value with a
patd {n capitel of leas than $25,000. Such has lang heen the
interpretation of the statute by the varicus Secretarjer of State.

We hold, therefore, that a minimum of tsn per cent of
each class of stock to be issued must be paid in, treating the
preferred stoak, divided intc class A and claes B, as ons class,

Yours very trmily

APPROVED APR 23,1941  ATTORNEY GENERAL OF TRXAS

FIRST ASSISTANT {' ; 1& W
ATTORNEY GENERAL Lloyd Armstrong
Assistant
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